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INDEPENDENT AUDITOR'S REPORT

June 23, 2011
Board of Trustees
Parochial Employces’ Retirement System of Louisiana
Baton Rouge, Lonisiana

We have audited the accompanying statcrnents of plan net assets of Parochial Employees’
Retirement System of Louisiana as of December 31, 2010 and 2009, and the rclated statements of
changes in plan net assets for the years then ended. These financial statements are the responsibility
of the System’s management. Our responsibility is to express an opinion on these financial
slatemnents based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America applicable to financial audits and Government Auditing Standards, issued
by the Compirolier General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are frec of material
misstatement.  An audit includes cxamining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
stalement prescntation, We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statcments referred to above present fairly, in all material
respects, the financial position of Parochial Employees’ Retirement System of Louisiana as of
December 31, 2010 and 2009, and the results of its operations and changes in net assets for the
years then ended in conformity with accounting principles gencrally accepted in the United
States of America.

In accordance with Government Awditing Standards, we have also issued a report dated June
23, 2011 on our consideration of Parochial Employees’ Retirement System of Louisiana’s internal
control over financial reporting and our test of compliance wilh certain provisions of laws and
regulations The purposc of that report is to describe the scope of our testing of internal control over
the financial reporting and compliance and the results of that testing and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Anditing Standards and should be considered in
assessing the resolts of our audit.

615 Poydras Streel. Suite 2800 New Orleans. LA 70112 - (304) 586-8866 - Fux (504) 525-5888
1670 Old Spanish Trail  Slidell. LA 70438 - (983) 649-9996 - Fax {983) 64v-1940
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 through 8 be prescnted to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiriecs of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquirics, the basic financial statements, and other knowledge we obtained
during our audit of the basic {inancial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinton or provide any assurance.

Our audit was made for the purposc of forming an opinion on the basic financial statements
taken as a whole. The required statistical information on pages 35 - 37 and the supplemental
schedules on pages 29 — 34 arc presented for the purposcs of additional analysis and are not a part of
the basic financial statements. Such required statistical information for the years ending December
31, 2005 through 2010 and supplemental schedules for the years ending December 31, 2010 and
2009, have been subjccted to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, arc fairly staled in all matenal respects when considered in relation
to the basic financial statements taken as a whole.

Duplantier, Hrapmann, Hegan & Maker, LLT
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PAROCHIAL EMPLOYEES®
RETIREMENT SYSTEM OF LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2010

The Management’s Discussion and Analysis of Parochial Employees’ Retirement System’s financial
performance presents a narrative overview and analysis of Parochial Employees’ Retirement System’s
financial activities for the year ended December 31, 2010, This document focuses on the current year’s
activities, resulting changes, currently known facts in comparison with the prior year’s information.
Please read this document in conjunction with the information contained in Parochial Employees’
Retirement System’s financial statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

» Parochial Employees’ Retirement System’s assets exceeded its liabilities at the close of fiscal
year 2010 by $2,386,817.568 which represents an increase from last fiscal year. The net
assets held in trust for pension benefits increased by $347.060,555 or 17.01%. The increase in
assets is in line with the rate of return carned on the investment portfolio.

« Contributions to the plan by members and cmployers totaled $145,611,582, an increase of
$24,953.109 or 20.68% over the prior year.

« The net apprcciation in the fair value of investments was $212.279,996 tor 2010, compared to
$305,312,175 in 2009.

» The ratc of return on the System’s investments was 15.24% for Plan A and 15.18% for Plan B
based on the market value. This represents a decline from the 2009 results in both plans, but the
return rates are well ahead of the 7.5% assumed investment rcturn.

« Pension benefits paid to retirees and beneficiaries increased by $6,299,172 or 6.81%. This
increase is due to an increasc in the number of retirees and the larger benefit amounts for new
retirees.

« Administrative expenses totaled $1,067,392, an increase of $11,122 or 1.05%,.
» The cost ol admimistering the System per member during 2010 was $38 per individual. This
figure is derived by dividing total admmistrative expenses by the sum of active and retired

employees, survivors, and terminated employees eligible for a refund or benefit.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis is intended to serve as an introduction to the Fund’s basic financial
statcments, which are comprised of three components:

»  Statemient of plan net asscts,
» Statement of changes in plan net assets, and
+ Notes 1o the financial stalements.

This report also contains required supplemental imformation in addition to the basic financial
statements themselves.
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PAROCHIAL EMPLOYEES’
RETIREMENT SYSTEM OF LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2010

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

The statements of plan net assets report the System’s assets, liabilities, and resultant net asscts
held in trust for pension benefits. It discloses the financial position of the System as of December 31,
2010 and 2009.

The statement of changes in plan net asscts reports the results of the System’s operations during
the year disclosing the additions to and deductions from the plan net assets. It supports the change that
has occurred to the prior year’s nct asset value on the statement of plan nct assets.

FINANCIAL ANALYSIS OF THE FUND

Parochial Employees’ Retirement System provides benefits to all eligible parish employees in 61
of the 64 parishes in the State of Louisiana. Employee contributions, employer contributions and
eamings on invesiments fund these benefits.

Statement of Plan Net Assets
December 31, 2010 and 2009

2010 2009

Cash and investments $2.362,522 812 $2018.,756,119
Receivables 35.453,838 31,564,466
Other 15 15
Property and equipment 868 144 902.737

Total assets 2,198,844.809 2,051,223,337
Total liabilitics 12,027,241 11.466.324
Ncet Assets Held in Trust For Pension Benefits 3.2.386,817,568 $.2,039.757.013

Plan net assets increased by $347,060,555 or 17.01% ($2,386,817.508 compared to $2,039,757,013).
All of these assets arc restricted in use to provide monthly retirement allowances to members who
contributed to the Systcm as employees and their bencficiaries. The increase in Plan net asscts in 2010
was due mainly to the fact that equity markets, domestic and foreign, large cap and small cap, were up
significantly from the prior year.

Statement of Changes in Plan Net Assets
December 31, 2010 and 2009

2010 2009
Additions:
Contributions $ 152475905 3 127.261.969
Net investment income 312.329.804 346,739,095
Other 3.174,102 2.929.610
Total additions 467979 811 476,930,674
Total deductions (£20.919.256) {113,775,752)

Increase in Plan Net Assets $.347.000,335 $_363,154922
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PAROCHIAL EMPLOYEES®
RETIREMENT SYSTEM OF LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31.2010

FINANCIAL ANALYSIS OF THE FUND (Continued)

Additions to Plan Net Assets

Additions 1o the System’s plan net assets were derived from member and employer contributions.
Member contributions increased $1,024,409 or 2.01% and employer contributions increased $23,928,700 or
34.34%, The System experienced a net investment income of $312.329,804 as compared to $346,739,095
in the previous year. The increase in Plan net assets in 2010 was due mainly to the fact that equity markets,
domestic and foreign, large cap and small cap, were up significantly as compared with the prior year.

Increase (Decrease)

2010 2009 Percentage
Member Contributions S 51,996,119 § 50,971,710 2.01%
Employer Contributions 93,615,463 69,686,763 34.34 %
Ad valorem & State Revenue Sharing 6,864,323 0,603,496 3.949%
Net Investment Income 312,329,804 346,739,095 (9.92) %
Other Additions 3.174.102 2,929,610 835 %
Total additions $.467.979.811 $.476,930,674
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PAROCHIAL EMPLOYELES®
RETIREMENT SYSTEM OF LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2010

FINANCIAL ANALYSIS OF THE FUND (Continued)

Deductions from Plan Nct Assets

Deductions from plan net assets include mainly retirement, death and survivor benefits and
administrative expenses. Deductions from plan net assets totaled $120,919,256 in fiscal year 2010.
Decductions from plan net asscts increased by $7,143,504. Retirement benefits accounted for the
majority of the increase. Retirement benefils increased by $6.299.,172 as a result of the increase in the
number of retirecs and the larger benefit amounts generally paid to new retirees.

Increase
2010 200 Percentage
Annuity and DROP Benefits $£108,018.983 $102,345.491 642 %
Refunds of Contributions 9,469,207 8.261.027 14.63 %
Administrative Expenses 1.067,392 1,056,270 1.05 %
Transfers to Other Systems 1,325,244 1,904,299 {30.40)%
Other Postemployment Benefits 103,837 [73.619 (40.00) %
Depreciation 34,593 35.046 (1.29) %
Total $.120,919,256 $.113,775,752
120,000,000 i
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PAROCHIAL EMPLOYEES®
RETIREMENT SYSTEM OF LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DI:CEMBER 31, 2010

I'INANCIAL ANALYSIS QF THE FUND (Continued)

Investments
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Parochial Employees’ Relirement System is responsible for the prudent management of funds held
in trust for the exclusive benefits of their members’ pension benefits. Funds are invested to achieve
maximum returns without exposing retirement assets to unacceptable nsks. Total fair value of
investments at December 31, 2010 was $2,360,459,877 as compared to $2,004,135,555 at December 31,
2009 which is an increase of $356,324,322 or 17.78%. The System’s investments in various markets at
the end of the 2010 and 2009 fiscal years are indicated in the following table:

Cash Equivalents
Cornmon Trust Funds
Comorate Bonds
Government Bonds
Govermnment Agency Bonds
Bond Fund
Common Stock
Foreipn Equities
Hedge Funds
Eoreign Fixed income Funds
Forcign Equity Funds

Total

4,000,000,000 -~
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600,000,000 -

500,000,000 -
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!- 300,000,000 }
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2010
S 23.834.195
987,547,764
0.979.854
15,614,632
137,363,921
70,126,022
438,669,906
25.218.720
82.410.405
99,914,341
169,780 17
$2,360,459,877

2009

S 34,776,315
796,869.047
19,757,704
24,724,738
288,596.537
54,314,053
365,977.859
20,027,647
19,151,223

359.940.432

—_—r” T e

$2,004,133,355

[ncrease { Decrease)
Pereentage
{(31.46) %
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29.11 %%
19.86 %
25.92 %
11049 %
100.00 %%
3052 %
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PAROCHIAL EMPLOYEES®
RETIREMENT SYSTEM OF LOUISIANA
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2010

REQUESTS FOR INFORMATION

Questions concerning any of the information provided or requests for additional financial
information should be addressed to Dainna Tully, Administrative Director of Parochial Employees’
Retircment System, 7905 Wrenwood Boulevard, Baton Rouge, Louisiana 70809, (225) 928-1361.
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PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM
OF LOUISIANA
STATEMENTS OF PLAN NET ASSETS
DECEMBER 31, 2010 AND 2009

2010 2009
ASSETS:
Cash $ 2,062,935 $ 14.620.564
Receivables:
Contributions receivable - Member 9,694,761 9,782,054
Contributions receivable - Employer 17,366,371 13,317,407
Ad valorem taxes and state revenue
sharing receivable 6,680,857 6,552,973
Miscellaneous receivable 2,178 1,420
Investment receivable 974,845 508,273
Accrued interest and dividends 734,826 1,402,339
35,453,838 31.504.466
Investments (at fair value):
Cash equivalents 23,834,195 34,776,315
Common trust funds 987,547,764 796,869,047
Corporate bonds 9,979,854 19,757,704
Government bonds 15,614,632 24,724,738
Government agency bonds 137,363,921 288,596,537
Bond funds 70,126,022 54,314,053
Common stock 438,669,906 365,977,859
Foreign equities 25,218,720 20,027,647
Hedge funds 82,410,405 39,151,223
Foreign fixed income funds 99,914,341 -
Foreign equity funds 469,780,117 359,940,432
Total 2,360,459,877 2,004,135,555
Deposits 15 15
Property, plant and equipment:
Net of accumulated depreciation 868,144 002,737
Total assets 2.398.844 809 2,051,223 337
LIABILITIES:
Accounts payable 1,322,160 1,129,210
Accrued leave payable 4371 43T
Withholding taxes payable 23,712 25,150
Refunds payable 824,418 917,514
Investment payable 988,208 1,311,011
Other postemployment benefits payable 277,456 173,619
Retirement payable 8,586,856 7,905,449
Total liabilities 12,027,241 11,466,324
NET ASSETS HELD IN TRUST FOR
PENSION BENEFITS $_ 2386817568  §_2039.757.013

See accompanying notes.



PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM
OF LOUISIANA
STATEMENTS OF CHANGES IN PLAN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009
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2010 2009
ADDITIONS:
Contributions:
Member b 51,996,119 § 50,971,710
Employer 93,615,463 69,686,763
Ad valorem tax 6,702,729 6,439,120
Revenue sharing 161,594 164,376
Total contributions 152,475,905 127,261,969
Investment income:
Net appreciation in fair value of investments 212,279,996 305,312,175
Interest and dividend income 107,730,900 47,120,265
320,010,896 352,432,440
Less - [nvestment expense:
Custodial fee 176,208 203,213
Money manager fees 7,352,052 5,343,177.
Investment consulting 152,832 146,955
7.681,092 5,693,345
Net investment income 312.329.804 346,739.095
QOther additions:
Interest - transfers, refund payback 1,215,197 1,228,471
Transfers in - employee 568,935 525,967
Transfers in - employer 826,925 878,247
Miscellaneous income 563.045 296,925
Total other additions 3,174,102 2.929.610
Total additions 467,979.81] 476,930,674
DEDUCTIONS:
Annuity bencfits 98,823,372 92,524,200
Refunds to terminated employces 9,469,207 8.261,027
DROP henciits 10,095,611 9,821,291
Transfer to other systems - employce 405,926 522,763
Transfer to other systems - cmployer/interest 919,318 1,381,536
Administrative expenses 1,067,392 1,056,270
Other postemployment benefits 103,837 173,619
Depreciation 34,593 35,046
Total deductions 120,919,256 113,775,752
NET INCREASE 347,060,555 363,154,922
NET ASSETS HELD IN TRUST FOR PENSION BENEFITS:
Beginning of the year 2.039,757,013 1,676,602.09]

END OF YEAR $_2.386.817.568

$_2.030.757.013

See acconipanying notes.
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PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM
OF LOUISIANA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

DESCRIPTION OF ORGANIZATION:

The Parochial Employees® Retirement System of Louisiana (System) was originally established
by Act 205 of the 1952 regular session of the Legislature of the State of Louisiana to provide
rctircment benefits to all employees of any parish in the state of Louisiana or any governing body or a
parish which employs and pays persons serving the parish.

The System is operated by a Board of Trustees, an Administrative Director, an Actuary and
Legal Counsel. The Board consists of seven trustees, four of whom are active or retired members of
the System with at lcast ten years of creditable service, elected by the members of the System for six
year terms; one of whom shall be appointed by the Exccutive Board of the Police Jury Association of
I.ouisiana who shall serve a four year term as an ex-officio member during his tenure; one who shall be
the Chairman of the Senate Retirement Committee; and one who shall be the Chairman of the House
Retirement Committee of the Legislature of Louisiana or their appointees.

Act #765 of the year 1979 established by the Legislature of the State of Louisiana revised the
System to create Plan A and Plan B to replace the “regular plan™ and the “supplemental plan”. Plan A
was designated for cmployers out of Social Sceurity. Plan B was designated for those employers that
remained in Social Security on the revision date.

Act #867 of the year 1997 revised the System to create Plan C. This plan was established for a
larger employer that remained in Social Security on the revision date. As of December 31, 2005, there
were 1o participants in this plan.

Act #194 of the year 2003 established a separate un-funded. non-tax qualified Excess Bencefit
Plan to supplement the benefits provided to members to the extent their benefits are reduced by the
limitations imposed by Section 415 of the United States Internal Revenue Code.

Act #871 of the year 2010 eliminated the Expense Fund and requires all administrative expense

to be paid from Plan A’s Pension Accumulation Fund. Annually, a transfer of funds from Plan B shall
be made to reimburse Plan A for Plan B’s expenscs.

The Retirement System 1s governed by Louisiana Revised Statuies, Title 11, Sections 1901
through 2015, specifically. and other general laws of the State of Louisiana.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The financial statements are prepared in accordance with the standards established by
the Governmental Accounting Standards Board (GASB) as the successor to the National
Council on Governmental Accounting (NCGA). During 2005, Governmental Accounting
Standards Board 40 (GASB 40) was implemented. The statement addresses common deposit
and mvestment risks related to credit risk, concentration of credit risk, intcrest rate risk and
forcign currency risk. The required disclosures are included in Note 6 to the financial
statements. In addition, these financial statements include the management’s discussion and
analysis as supplementary information, as required by GASB Statement Number 34, Basic
Financial Statement- and Management's Discussion and Analysis- for State and Local
Governments and related standards.
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PAROCHIAL EMPLOYEES’ RETIREMENT SYSTEM
OF LOUISIANA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2010 AND 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Basis of Accounting:

The System’s financial statements are prepared-using the accrual basis of accounting.
Employer and employee contributions are recognized in the period in which the employee is
compensated for services performed. Benefits and refunds are recognized when due and payable
in accordance with the terms of each plan.

Interest income is recogmized when earned. Ad valorem taxes are recognized when
asscssed by the taxing body. Revenue sharing monies are rccognized in the year they arc

appropriated by the Legislature.

Method Uscd to Value Investments:

Investments are reported at {air value. Short-term investments arc reported at cost, which
approximaies fair value. Securities traded on a national or international exchange are valued at
the last reported sales price at current exchange rates.

Property., Plant and Equipment:

Fixed assets of Parochial Employces’ Retirement System of Louisiana are carried at
historical cost. Depreciation is recognized on the straight- line method over the useful lives of the
assels.

Listimates:

The preparation of financial statements in conformity with accounting principles gencrally
accepted in the Uniled States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
asscis and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates.

PLAN DESCRIFIION:

Parochiol Employees’ Retirement System of Louisiana is the administrator of a cost sharing
multiple employer defined benefit pension plan. The System was established and provided for by
R.S.11:1901 of the Louisiana Revised Statute (LRS).

The System provides retirement benefits to employcees of taxing districts of a parish or any
branch or section of a parish within the State which does not have their own retirement system
and which elect to become members of the System. For the year ended December 31, 2010, there
were 236 contributing employers in Plan A and 34 in Plan B.
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PAROCHIAL EMPLOYEES’ RETIREMENT SYSTEM
OF LOUISIANA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

PLAN DESCRIPTION: (Continued)

Statewide retirement membership consisted of:

2010 . PLAN A PLAN B TOTAL
Active members 14,255 2,275 16,530
Retirees and survivors 5,531 576 6,107
“DROP plan participants 536 38 574
Terminated employees duc
deferred benefits 5356 125 681
Terminated duc refunds 6762 1,430 8.192
TOTAL PARTICIPATING AS
OF THE VALUATION DATE 27,640 4,444 32,084
2009 PLLAN A PLAN B TOTAL
Active members 14,367 2253 16.620
Retirees and survivors 5413 560 5973
“DROP plan participants 428 37 463

Terminated employees due

delerred benefus 562 118 680

Terminated due refunds 0.611 1.426 8.037
TOTAL PARTICIPATING AS

OF THE VALUATION DATE 27381 4,394 31,775

Eligibility Requirements:

All permanent parish  government employees  (except those employed by Orleans,
Lafourche and East Baton Rouge Parishes) who work at least 28 hours a weck shall become
mcmbers on the date of employment. New cmployees mecting the age and Social Security
criteria have up to 90 days from the date of hire to elect to participate.

As of January 1997, elected officials, except coroners and justices of the peace, may no
longer join the Retirement System,

Retirement Benefits:

Any member of Plan A can retire providing he/she meets one of the following criteria:
FFor employces hired prior to January 1, 2007:

1. Any age with thirty (30) or more years of creditable service.

2. Age 55 with twenty-five (25) years of creditable service.

3. . Age 60 with a minimum of ten (10) years of creditable service.

4. Age 65 with a minimum of seven (7) years of creditable service.
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PAROCHIAL EMPLOYEES® RETIREMENT SYSTEM
OF LOUISIANA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

2. PLAN DESCRIPTION: (Continucd)

Retirement Benefits: (Continued)

For employees hired after January 1, 2007:

1. Age 55 with 30 years of service
2. Ape 02 with 10 years of service
3. Age 67 with 7 years of service

Any member of Plan B can retire providing he /she mects one of the following criteria:
For employees hired prior to January 1, 2007:

1. Age 55 with thirty (30) years of creditable service.
2. Age 60 with a minimum of ten (10) years of creditable service.
3. Age 65 with a minimum of seven (7) years of creditable service.

For employces hired after January 1, 2007:

i. Age 55 with 30 years of scrvice
2. Age 02 with 10 years of service
3. Age 67 with 7 years of service

Generally, the monthly amount of the retirement allowance of any member of Plan A shall
consist of an amount equal to three percent of the member’s final average compensation
multiplied by his/her years of creditable service. However, under certain conditions as outlined in
the statutcs, the benefits arc limited to specilicd amounts.

Generally, the monthly amount of the retirement allowance for any member of Plan B shall
consist of an amount equal to two percent ol the members’ final average compensation multiplied

by his years of creditable service. However. under certain conditions as outlined in the statutes,
the benefits are limited to specificd amounts.

Survivor Benefits:

Upon the death of any member of Plan A with five (5) or more years of creditable service
who is not eligible lor retirement, the plan provides for benefits for the surviving spousc and
minor children as outlined in the statutes.

Any member of Plan A, who is eligible for normal retirement at time of death, the surviving
spouse shall receive an automatic Option 2 benefit as outlined in the statutes.

Plan B members need ten (10) years of service credit to be eligible for survivor benefits.
Upon the death of any member of Plan B with twenty (10) or more years of creditable service
who is not eligible for normal retirement, the plan provides for an automatic Option 2 benefit for
the surviving spousc when he/she reaches age 50.
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PLAN DESCRIPTION: (Continued)

Survivor Benefits: (Continued)

A surviving spouse who is not eligible for Social Security survivorship or rctirement
benefits, and marricd not less than twelve (12) months immediately preceding death of the
member, shall be paid an Option 2 benefit beginning at age 30.

DROF Benefits:

Act 338 of 1990 established the Deferred Retirement Option Plan (DROP) for the
Retirement System. DROP is an option for that member who is eligible for normal retircment.

In lieu of terminating employment and accepting a service retirement, any member of Plan
A or B who is eligible to retire may clect to participate in the Deferred Retirement Option Plan
{DROP) in which they are enrolled for three years and defer the receipt of benefits. During
participation in the plan, employer contributions are payable but employee contributions cease.
The monthly reticcment benefits that would be payable, had the person elected to cease
employment and receive a service retirement allowance, are paid into the DROP Fund.

Upon termination of employment prior to or at the end of the specified period of
participation, a participant in the DROP may receive, at his option, a lump sum [rom the account
equal to the payments into the account, a true annuity based upon his account balance in that fund,
or roll over the fund to an Individual Retirement Account.

Interest is accrued on the DROP bencflits for the period between the end of DROP
participation and the member’s retircment date.

For individuals who become eligible to participate in the Deferred Retircment Option Plan
on or after January 1, 2004, all amounts which remain credited to the individuals subaccount after
termination in the Plan will be placed in liquid asset money market investments at the discretion
of the board of trustees. These subaccounts may be credited with interest based on money market
rates of return, or at the option of the System, the funds may be credited to sell-directed
subaccounts. The participant in the sclf-directed portion of this Plan must agree that the benefits
payable to the participant are not the obligations of the state or the System, and that any rcturns
and other rights of the Plan are the solc liability and responsibility of the participant and the
designated provider to which contributions have been made.

Disability Benefits:

For Plan A, a member shall be cligible to retire and receive a disability benefit if they were
hired prior to January 1, 2007 and has at lcast five vears of creditable service or if hired after
January 1, 2007, has seven years of creditable service, and is not eligible for normal renrement
and has becn officially certified as disabied by the State Medical Disability Board. Upon
retirement caused by disability, a member of Plan A shall be paid a disability benefit equal to the
lesser of an amount equal to three percent of the member’s tinal average compensation multiplied
by his years of service, not to be less than [iftcen, or three percent multiplied by years of service
assuming continued service Lo age sixty.
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PLAN DESCRIPTION: (Continued)

Disability Benefits: {Continued)

For Plan B, a mcmber shall be eligible to retire and receive a disability benefit if he/she was
hired prior to January 1, 2007 and has at least five years of creditable service or if hired after
January 1, 2007, has seven years of creditable service, and is not eligible for normal retirement,
and has been officially certified as disabled by the State Medical Disability Board. Upon
retirement caused by disability, a member of Plan B shall be paid a disability benefit equal to the
lesser of an amount equal to two percent of the member’s final average compensation multiplied
by his years of service, not to be less than fifteen, or an amount equal to what the member’s
normal benefit would be based on the member’s current final compensation but assuming the
member remained in continuous service until his earliest normal retirement age.

Cost of Living Increases:

The Board is authorized to provide a cost of living allowance for those retirees who retired
prior to July 1973. The adjustment cannot exceed 2% of the retiree’s original benefit for each full
calendar year since retirement and may only be granted if sufficient funds are available from
investment income in excess of normal requirements. [n addition, the Board may provide an
additional cost of living increase to all retirees and beneficiaries who are over age sixty-five equal
to 2% of the member’s benefit paid on October 1, 1977, (or the member’s retirement date, if
later). Lastly, the Board may provide a cost of living increase up to 2.5% for refirces 62 and
older. (RS 11:1937)

CONTRIBUTIONS AND RESERVES:
Contributions:

Contributions for all members are established by statute at 9.5% of compensation for Plan
A members and 3% of compensation for Plan B. The contributions are deducted from the
member’s salary and remitted by the participating cmployer.

According to state statutc, contributions tor all employcrs are actuarially determined each
ycar. For the year ended December 31, 2010, the actuarially determined contribution ratc was
13.46% of member's compensation for Plan A and 8.60% of member’s compensation for Plan B.
However, the actual rate for the fiscal year ending December 31, 2010 was 15.75% for Plan A and
10.00% for Plan B.

According to state stalute, the System also receives ¥ of 1% of ad valorem taxes collected
within the respective parishes cxcept for Orleans and East Baton Rouge parishes. The System
also receives revenue sharing funds each year as appropriated by the Legislature. Tax monies and
revenue sharing monies are apportioned between Plan A and Plan B in proportion to the
member’s compensation.  These additional sources of income are used as additional employer
contributions.

Administrative costs of the System are financed through employer contributions.
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CONTRIBUTIONS AND RESERVES: (Continued)

Reserves:

Use of the term “reserve” by the System indicates that a portion of the fund balances is
legrally restricted for a specific future use. The nature and purpose of these reserves are explained

below:

i.

b.

Expense Fund:

Effective July 1, 2010, the Expense Fund was climinated by Act 871 of the 2010 regular
Legislative Session. Assets and liabilities of the Expense Fund were transferred to Plans A
and B based on their respcctive allocations. Prior to that date, the Expense Fund Reserve
provided for general and administrative expenses of the System. Funding consisted of
transfers from Plan A and Plan B. The balance in the expensc fund as of December 31,
2010 and 2009 was $0 and $702,689, respectively.

Annuity Savings:

The Annuity Savings is credited with contributions made by the member of the System.
When a member terminatcs his service, or upon his death, before qualifying for a benefit,
the refund of his contributions is made from this reserve. If a member dics and there is a
survivor who is eligible for a benefit, the amount of the member’s accumulated
contributions is transferred from the Annuity Savings to the Annuity Reserve. When a
member retires, the amount of his accumulated contributions is transferred to Annuity
Reserve to fund part of the benefits. Plan A’s Annuity Savings balance was $371,318,314
and $358.486,802 for December 31, 2010 and 2009, respectively. The balance for Plan B
was $16,233.560 and $14,900.876 for December 31, 2010 and 2009, respectively. The
Annuity Saving is fully funded for both plans for the years ending December 31, 2010 and
2009,

Pension Accumulation Reserve:

The Pension Accurnulation Reserve consists of contributions paid by employers, intercst
carned on investments, administrative expenses and any other income or expense not
covercd by other accounts. This reserve account is charged annually with an amount,
determined by the actuary, to be transferred to the Annuity Reserve to fund retirement
benefits for cxisting recipients. [t 1s also relieved when expenditures are not covered by
the other accounts, The Pension Accumulation Reserve for Plan A as of December 31,
2010 and 2009 was $974,020,845 and $940,299.050, respectively. The balance for Plan B
for December 31, 2010 and 2009 was $ 95,771,055 and $88,730.492, respectively.

The Pension Accumulation Reserve 15 92% funded for Plan A and 99% funded Plan B for
the year ended December 31, 2010. The Pension Accumulation Reserve is 72% funded
for Plan A and 83% funded Plan B for the ycar ended December 31, 2009.
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CONTRIBUTIONS AND RESERVES: (Continued)

d. Annuity Reserve:

The Annuity Reserve consists of the reserves for all pensions, excluding cost of living
increases, granted to retired members and 1s the reserve account from which such pensions
and annuities are paid. Survivors of deceased beneficiaries also receive benefits from this
reserve account. The Annuity Rescrve as of December 31, 2010 and 2009 for Plan A was
$894.443 088 and $806,514,589 , respectively. The Annuity Reserve as of December 31,
2010 and 2009 for Plan B was 348,742,466 and $44,667,598 . The Annuity Reserve is
100% funded for both plans for the years ending December 31, 2010 and 2009.

e. Deferred Retirement Option Account:

The Deferred Retirement Option account consists of the reserves for all members who
upon retirement eligibility elect to deposit into this account an amount cqual to the
member's monthly benefit if he/she had retired. A member can only participate in the
program for three years, and upon termination may reccive his benefits in a lump sum
payment or a true annuity. The Deferred Retirement Option balance for Plan A as of
December 31, 2010 and 2009 was $37,949,444 and 533,429,734, respectively. The
Deferred Retirement Option Plan balance for Plan B as of December 31, 2010 and 2009
was $1,994,056 and $1,616,559, respectively. The Deferred Retirement Option account 1s
fully funded for both plans for the years ending December 31, 2010 and 2009,

fy Funding Deposit Account:

The Funding Deposit Account consists of excess contribution collected by the System.
The excess funds earn interest at the board approved actuarial valuation rate and are
credited to the fund at least once a year, These funds are due to the System freezing the
employer rate at a higher rate than actuarially required. The excess funds can be used for
the following purposes: (1) reduce the unfunded accrued liability (Plan A), (2) reduce the
future normal costs, and/or (3) pay all or a portion of any future net dircct employer
contributions. The Funding Deposit Account was established as of December 31, 2008.
The Funding Deposit Account balance for Plan A as of December 31. 2010 and 2009 was
$ 27,231,818 and $25,331,924, respectively. The Funding Deposit Account balance for
Plan B as of December 31, 2010 and 2009 was $334,656 and $311,308, respectively. The
Funding Deposit Account is fully funded for both plans for the years ending December 31,
2010 and 2009.

ACTUARIAL COST METHOD:

The Frozen Attained Age Normal Cost Mcethod 1s used to calculate the funding requirements
for Plan A with the unfunded accrued liability frozen as of December 31, 1989, and originally
amortized over 40 years with payments increasing at 4% per year. The Aggregate Actuarial Cost
Method is uscd to calculate the funding requirements for Plan B. This method does not develop an
unfunded actuanial hability.
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REQUIRED SUPPLEMENTARY SCHEDULE INFORMATION:

Information in the Required Supplementary Schedules on pages 35 - 37 is designed to
provide information about the System’s progress made in accumulating sufficient assets to pay
benefits.

DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS:

The following are the components of the Plan’ deposits, cash cquivalents and investments
at December 31, 2010 and 2009:

2010 2009
Deposits {bank balance) S 1,504,498 S 15,011,989
Cash equivalents 23,834,195 34,776,315
Investments 2,336,625.682 1,969,359,240

$2,361,964.375 $.2,019,147,544
Deposits;

The System’s bank deposits were coverced up to $250,000 through the FDIC for the years
ended December 31, 2010 and 2009. During the year ended December 31, 2010 the system had
pledged securities in addition to FDIC insurance. During 2009 the system the System’s entire
balance was covered through the FDIC's Temporary Liquidity Guarantee Program (TLG
Program) which expired on December 31, 2009.

Cash Equivalents:

Cash equivalents in the amount of $23,834,195 and $34,776,315 for December 31, 2010
and 2009, respectively, consist of balances invested in a money market mutual fund. ‘The mutual
fund account is established in the name of the System's custodian as an omnibus account for all
custodial chicnts invested in the fund.

Investments:

In accordance with LRS 11:263, the Systemn is authorized to invest under the Prudent-Man
Rule. The Prudent-Man Rule requires each fiduciary of a retirement system and each board of
trustees to act collectively on behalf of the System and to exercise the judgment and care under
the circumstances then prevailing that an institutional investor of ordinary prudence, discretion,
and intelligence exercises in the management of large investments entrusted to it, not in regard to
speculation but in regard to the permanent disposition of funds considering probable salety of
capital as well as probable income. Notwithstanding the Prudent-Man Rule, the System shall not
invest more than fifty-five percent of the total portfolio in common stock.

Concentration of Credit Risk:

Concentration of credit risk is defined as the risk of loss attributed to the magnitude of the
System’s investment in a single issucr.
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DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS: {Continued)

Concentration of Credit Risk: (Continucd)

The System’s investment policy states that the cquity holdings in any single corporation shall
not exceed between 3% and 8% of the market value of the manager’s portfolio. For domestic small-
cap growth managers no more than 25% of the portfolio may be invested in any one industry valued
at market.

Fixed income investments in one issuer’s security shall not exceed between 2.5% and 5% of
the agpregated long-term debt portfolio at cost of the manager’s portfolio (exclusive of issues of the
U.S. Treasury or other Federal agencies). For fixed income private placement managers investment
in one industry shall not exceed 10% of the portfolio, non-US investments shall not exceed 25% of
the portfolio and commercial mortgage debt shall not exceed 10% of the portfolio. Exposure to
inferest rate and currency swaps shall not exceed 5% of the portfolio. The aggregate of futures
contracts, options, oplions on future contracts on securities issued or guaranteed by the US
government. intcrest rate swaps and currency swaps shall not exceed 15% of the total market value
of the portfolio.

For international equity assets, exposure to any one EAFE country should not exceed the lesser
of 20% of the portfolio assets at market or 150% of the country’s weight in the MSCI EAFE Index.
For emerging markets asscts exposure in any one issuer is limited to 7% of the total portfolio at
market value. Exposure to emerging market countries should be limited to no more than 10% of the
international portfolio. At December 31, 2010, there were no investment holdings that exceeded the
System’s concentration of credit risk investment policy.

Credit Risk:

Credit nsk is defined as the nisk that an issuer or other counterparty to an investment will not

fulfill its obligations. Following are the credit ratings of the System’s investments in long-term debt
sceuritics as of December 31, 2010.

December 31, 2010

Government

Agency Government Corporate
Bonds Bonds Bonds Total
A $ - $ - $ 5,891,100 $ 5,891,100
A+ - - - --
A- -- -- 1,075.232 1,075,232
AA—- 3,956,478 -- -- 3.956.478
AAA 56,298.888 2,042,638 -- 58,341,526
BB -- -~ 1,503,000 1,503,000
BBB- -- -- -- -
D - -- 416,250 416.250
Not Rated 77,108,553 13.571,994 1,094,272 _91.774,821
Teral $.137,363,921 $15,614,632 5_9.979,854 $.162.958,407
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DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS: (Continued)

Credit Risk: (Continued)

December 31, 2009

Government

Agency Government Corporate

Bonds Bonds Bonds Total
A 8 - 8 -- S 9,609,301 S 9.609,301
A+ - - 6,311,620 6,311.620
A- -- - 1,056,038 1.056.058
AA-- 3402438 - - 3402438
AAA 140,803,000 12,201,780 0932.080 153,956,860
BBB- - - 1,477,665 1,477,665
D - - 331,000 351,000
Not
Rated 144,391,099 12,522,958 - 156.914.057

Total $.288.596,537 $24 724 738 $19.757.704 $333,078.979

The System also invests in a bond fund in the amount $70,126,022 and $54,314,053 lor
the years ended December 31, 2010 and 2009, respectively. The bond fund’s average credit
quality rating was Baa as of December 31, 2010 and 2009. The bond fund policy states that its
investments have a credil rating quality rating of B to Aaa with 10% of the total below Baa.

The System’s invesiment policy limits its invesiments to corporate debt issues rated the
equivalent of BBB/Baa or better by both Moody’s Investor Services and Standard & Poor’s rating
sctvices on investments held as of June 2002, The purchase of new securitics will be restricted to
securities carrying an investment raing of A or higher by both Standard and Poor’s and Moody’s.
The average quality of the bond portlolio must be at least AA+ or its equivalent. Obligations
guaranteed or explicitly guarantced by the U.S. Government are not considered to have credit risk
and therefore arc not rated. Those obligations include debt securities with Federal Home Loan
Mortgage, Iederal National Mortgage Assn., Government National Mortgage Assn., U.S. Treasury
Zero Bonds, U.8. Treasury Notes and U.S. Government Guarantee.

Custodial Credit Risk:

Custodial credit risk is defined as the risk that, in the event of the failure of the counterparty,
the System will not be able to recover the value of its investment or collateral securities that are in
the posscssion of an outside party. The System is not exposed to custodial credit risk at December
31, 2010 and 2009 for the investments in the amount of $2.360.459,877 and $2,004,135,555,
respectively, since the investments are in the name of the System.
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Custodial Credit Risk: {Continued)

DCPOSITS. CASH EQUTVALENTS AND INVESTMENTS: (Continucd}

The System has no lormal policy regarding custodial credit risk.

Interest Rate Risk:

Interest ratc risk is defined as the risk that changes in the interest rates will adversely affect the
fair valuc of an investment. As of December 31, 2010 and 2009, the Systern had the following
investments in long-term debt securities and maturitics:

2010 Fair Less More
Liveestoent Type Value Than { 1- 5 6-10 Than 10
Government Agency Bonds  $ 137,363,921 § - $11,32685] § 47244715 § 78,792,355
Government Bonds 15,614,632 - 14,947 005 185,720 481.907
Corporate Bonds 9.979.854  1.501.000 5.505.122 2.971,732 --

$.162.958407 S$1,503,000 331,778,878 $_ 50402167 $ 79,274,262

2009 Fair Less More
Investment Type Value Than 1 1-5 6-10 Than 10
Government Agency Bonds  § 288,596,537 § %02 $43.660315 $ 83240,614 3§ 161,694,806
Government Bonds 24.724.738 -- 2.781.538 12,342,280 9,600.920
Corporate Bonds 19.757.704 1,004,260 16.135,284 2.618.160 --

$333.078,979 $1,005,062 $.62.3577.137 $.98,201,054 $171.295726

The System also invests in a bond fund in the amount $70,126,022 and $34,214,053 for the
years ended December 31, 2010 and 2009, respectively. The average portfolio duration of this bond
fund normally varies within two years of the duration of the Barclays Capital Credit Investment
Grade Index which as of December 31, 2010 and 2009 and was 5.85 and 5.99 years, respectively.

The System has no formal policy regarding interest rate risk.

Foreign Currency Risk:

Foreign currency risk 1s defined as the risk that changes in the exchange rates will adversely

affect the fair value of an investment.

The System’s exposurc for foreign currency risk consisted of its investment in foreign
marketable securities at December 31, 2010 and 2009 as follows:

Country/Currency

Bermuda / Dollar

Brazil / Real

British Virgin Islands / Dollar
Canada / Dollar

Caymanian Islands / Dollar
Gireat Britian / Pound
Guernsey / Pound

2010 2009

Fair Value Iair Value
§ 2,717.447 $ 1.659.962
- 385716

-- 192,250
2,512,702 2,521,019
4415930 1.977.876
1.958.800 1,599,008

- 1.012.813
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DEPOSITS, CASH EQUIVALENTS AND INVESTMENTS: (Continued)

Foreign Currency Risk: (Continued)

2010 2009

Countrv/Currency Fair Value Fair Value
India / Rupee 5 [153.059 $ 533328
Irelund / Euro 6,010,602 1,665,016
Netherlands / Euro 819,260 620427
Puerto Rico / Dollar 588.995 -
Switzerland / Franc 5.041.925 5459230

$25218.720 $20.027.647
The System has no formal policy regarding foreign currency risk.

FIXED ASSETS:

The following is a summary of fixed assets at cost less accumulated depreciation:

Beginning Ending

2010 Balance Additions Deletions Balance
Land S 120,618 $ -- $ - $ 120.618
Building & improvements 755,010 - -- 755,010
Oftice equipment and furniture 209,739 - - 200,739
Less: accumulated depreciation (182,630) {34,593) - {217,223)
$_902.737 $_(34.593) 5_ - $_868.144

Beginning Ending

2009 Balance Additions Deletions Balance
Land $ 120618 3 -- S -- $ 120,618
Building & improvements 755.010 - - 755.010
Office equipment and fumniture 202,637 7002 -- 209,739
Less: accumutated depreciation (147584 (15.046) -- {182.630)
$,_930.681 $_(27.944) S = 3902737

Depreciation expense for the years ended December 31. 2010 and 2009 was $34.593and
$35,0406, respectively.

TAX QUALIFICATION:

Effective January 1, 1993, the System is a tax qualified plan under IRS code section 401(a).
All member contributions are treated as tax deferred for federal and state income tax purposes.

OPERATING LEASES:

The System entered into a five-year operating lease for office space beginning August 1,
2001 and ending July 31, 2006. The System extended the leasc until July 31, 2011 with a
cancelation clause after 36 months. The System elected to cancel the lease at the 36™ month (June
2009). The System also leases a storage facilily on a month to month basis for S180 per month.
Lease expense for the years ended December 31, 2010 and 2009 was $- and $29,172,
respectively. The System’s lease was cancelled effective July 31, 2009,
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OTHER POST EMPLOYMENT BENEFITS (OPEBY:

The System implemented GASB 45, dccounting and Financial Reporting by Emplovers for
Postemployment Benefits Other Than Pensions.

Plan Description

The System’s employees may participate in the State of Louisiana’s Other Postemployment
Benelit Plan (OPEB Plan), an agent multiple-employer defined benefit OPEB Plan that provides
medical and life insurance to cligible active employees, retirces and their beneficiaries. The
State administers the plan through the Office of Group Benefits (OGB). LRS 42:801-883
assigns the authority to establish and amend benefit provisions of the plan. The Office of Group
Benefits does not issue a publicly available financial report of the OPEB Plan; however, it is
included in the State of Louisiana Comprchensive Annual Financial Report (CAFR). You may
obtain a copy of the CAFR on the Office of Statewide Reporting and Accounting Policy’s
website at www.don.la.goviosrap, The Office of Group Bencefits does provide an actuarial
valuation of the Plan as of July 1, 2009. Information on the actuarial valuation 1s provided in this
footnote. The July 1. 2010 valuation was not available.

Funding Policy

The contribution requirements of plan members and the System are established and may be
amended by LRS 42:801-883. Employees do not contribute to their postemployment benefits
cost until they hecome retirees and begin receiving those benefits. The retirees contribute to the
cost of retiree healthcare based on a service schedule. Contribution amounts vary depending on
what healthcare provider is selected from the plan and if the member has Medicare coverage.
The Office of Group Benetits offers four standard plans for both active and retired employees:
the Preferred Provider Organization (PPQ) Plan, the Exclusive Provider Organization (EPO)
plan, the Health Maintenance Organization (HMQ) plan and the Medical Home Health Plan
(Louisiana Department of Health and Hospitals Region 9 only). Retired employees who have
Mecdicare Part A and Part B coverage also have access to two OGB Medicare Advantage plans
which includes one HMO plan and one private fee-for-service (PFFS) plan. Depending upon the
plan selected, during the year ended Dccoember 31, 2010, employee premiums for a single
member receiving benefits range from $132 to $133 and $133 to 181, for December 31, 2010
and 2009 respectively, per month for retiree-only coverage without Medicare. With Medicare
the range is $80 to 581 and $81 10 $98 for December 31, 2010 and 2009, respectively. The
premiums for a retiree and spouse for the years ended December 31, 2010 and 2009 range from
$428 to $432 and $432 to $527, respectively, per month for those without Medicare. The
premium with Mcdicare ranges from $145 to $146 and $145 to $176 for December 31, 2010 and
2009 respectively.

The plan is currently financed on a pay as you go basis, with the System contributing
anywhere from $853 to $857 per month for retiree-only coverage without Medicare and between
5241 and $244 with Medicare during the year ended December 31, 2010, Also, the System’s
contributions range from $1,311 to $1.316 for retiree and spousc without Medicare and between
$434 and $438 with Medicare.
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POST RETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS: (Continued)

Funding Poficy (Continued)

OGB also provides eligible retirees Basic Term Life, Basic Plus Supplemental Term Life,
Dependent T'erm Life and Employee Accidental Death and Dismemberment coverage, which is
underwrittet by The Prudential Insurance Company of America. The total premium is
approximately $1 per thousand dollars of coverage of which the employer pays one half of the
premium, Maximum coverage is capped at $50,000 with a reduction formula of 25% at age 65
and 50% at age 70, with AD&D coverage ceasing at age 70 for retirees.

Aunual QPEB Cost

The System1’s Annual Required Contribution (ARC) is an amount actuarially determined
in accordance with GASB 45. The actuarial valuation was done as of July 1, 2009 and 2008.
The ARC represents a level of funding that, if paid on an ongoing basis, would cover normal
cost each year and amortize any unfunded actuarial liabilities over a period not to exceed thirty
years. A level percentage of payroll amortization method, open period, was used. The total
ARC for the fiscal year beginning July 1, 2009 and July 1, 2008 was $107,000 and $87,800,
respectively, as set forth below:

July 1, 2009 July 1, 2008

Normal Cost § 49000 $ 39,800
30-year UAL amortization amount 53,885 44,623
Intcrest on the above 4.115 3,377
Annual required contnbution (ARC) $.107,000 $_87.800

The following table presents the System’s OPEB obligation for the year ended July 1,
2010 and 2009.

July 1.2009 July 1, 2008
Beginning Net OPEB Obligation $ 84,779 S 94420
Annual required contribution 107,000 87.800
OPER cost 191,779 182,220
Contributions made 3.163 3,021
Claim cosis - --
Change in Net OPEB Obligation 107,898 79.199
Ending Net OPEB Obligation $.277.456 $ 173,619

Utilizing the pay-as-you-go method, the System coniributed during the year cended
December 31, 2010 and 2009 2.96% and 3.44%, respectively, of the annual post employment
benetfits.
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PAROCHIAL EMPLOYEES® RETIREMENT SYSTEM
OF LOUISIANA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

POST RETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS: (Continued)

Trend Information:

The year ended December 31, 2007 was the ycar of implementation of GASBS No. 43 and
GASBS No. 45 and the System has elected to implement prospectively. As such, comparative
data for prior years is not available.

Annual Actual Net OPEB

Year OPEB CEmployer Percentage Obligation
Ended Cost Contribution Contributed {Asset)
July 1, 2007 $ 97,300 $2.880 2.96% § 94,420
July 1, 2008 87,800 3,021 3.44 87,779
July 1, 2009 107,000 3,163 296 103,837

Funded Status and Funding Progress

[n the year ended December 31, 2010, the System made no contributions to its post
employment bencfits plan trust.

Actiarial Metiods and Assumptions

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of occurtence of events far into the future. Examples
include assumptions about future employment, mortality, and the healtheare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
enployer are subject Lo continual revision as actual results are compared with past expectations
and new estimates are made about the future.

Projections of benetits for financial reporting purposes arc based on the substantive plan
(the plan as understood by the employer and plan members) and include the types of benefits
provided at the time of cach valuation and the historical pattern of sharing of benelfit costs
between the employer and plan members to that point. The actuarial methods and assumptions
used include techniques that are designed to reduce short-term volatility in actuarial accrucd
habihities consistent with the long-term perspective ol the calculations.

In the July 1, 2009 and 2008, actuarial valuation, the projected unit credit actuarial cost
method was used. The actuarial assumptions included a 4.0 percent investment rate of return (net
of administrative expenses).  An imtial annual healthcare cost trend rate for pre-Medicare and
Medicare cligibles of 8.5% and 9.6% for 2009 and a rate of 9% and 10.1% for 2008,
respectively, scaling down (o ultimate rates of 5% per year, The unfunded actuarial accrued
liability is being amortized as a level percentage ol payroll on an open basis. The remaining
amorntization period at July 1, 2009, was twenty eight years.
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PAROCHIAIL. EMPLOYEES® RETIREMENT SYSTEM

OF

LOUISIANA

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

FUNDED STATUS AND FUNDING P

ROGRESS — PENSION PLAN:

The funded status of the System as of December 31, 2010, the most recent actuarial

valuation date, is as follows:

PLAN A:
Actuarial
Actuarial Accrued
Value Liability
of Assets Entry Age
Date (a) (b

1231710 $2,239.207.052  $2.304.963.509

PI.LAN B:
Actuarial
Actuaral Accrucd
Valuc Liabilwy
of Assets Entry Age
Date () (b)

12/31/10  $163.075,793  §186.118.552

Lmfunded UAAL asa

(Excess) Percentage
AAL Funded Covered  of Covered

(UAAL) Ratio Payroll Payroll
(h-a) {a/h) {c) (b-a/c)

$45.756.457 08.01%  $546,737427  837%

Unfunded UAAL as a

(LExcess) Percentage
AAL Funded Covered  of Covered

(UAAL) Ratio Payroll Payroll
{b-a) (a/b} (c) (b-a/c)

$23,042.759 87.62%  $81,999.193  28.10%

The Schedule of Funding Progress presented as required supplementary information (RSI)

following the notes to the financial
whether the actuarial values of the S

statements, present multiyear trend information about
ystem’s asscls arc increasing or decreasing over time

rclative to the AALs for benefits. Additional information as of the latest actuarial valvation

follows:

Valuation Date

Actuarial Cost Method

Asset Valuation Method:

December 31, 2010

Plan A - Frozen Attained Age Normal Actuarial Cost
Plan B - Aggrepate Actuarial Cost

Market Value of investment securitics adjusted to
average n asset earnings above or below the assumed
rate of return over a five-year period subject to a comridor
limit of 85% 10 115% of the market value of assets.
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PAROCHIAL EMPLOYEES’ RETIREMENT SYSTEM

OF LOUISIANA

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

11. FUNDED STATUS AND FUDNING PROGRESS — PENSION PLAN: (Continued)

Actuarial Assumptions
Investment Rate of Retum

Projected Salary Increases

Cost of Living Adjustments

Changes in Actuanal
Assumptions

Changes in Normal Costs

2. RECLASSITICATIONS:

7.5% (Net of investment expense)

Plan A - 5.75%
Plan B-57%

The present value of future retirement benefits i1s bascd
on bencfits currently being paid by the System and
includes previously pranted cost of living increases.
Future cost of living increases are only granted if
specific target ratios are met and excess interest earnings
arc available to fund the cost of the benefit increase.

A change was made to thc mortality assumptions for
actives and retireces along with the assumed rates of post-
DROP retirement. In addition, changes were made to
the assumed rates of retitement, disability, and DROP
entry for members hired prior to January 1, 2007.

For the ycar ended December 31, 2010, Plan A incurred
an increase in normal cost in the amount of $28,584,468.
This increase was due to assumption and asset losses.

Certain reclassifications have been made to the 2009 comparative information to conform
to the 2010 presentation. Such reclassifications had no eftect on the change in net assets.
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PAROCHIAL EMPLOYEES' RETIREMENT 5YSTEM
SUPPLEMENTARY INFORMATION

SCHEDULES OF ADMINISTRATIVE AND INVESTMENT EXPENSES
BUDGET AND ACTUAL

TOR THE YEARS ENDED DL.CEMBER 31,2010 AND 2009

ADMINISTRATIVE EXPENSES:

SALARIES AND RELATED EXPENSES:

Salarics
Retirement
Group hospitalization
Medicare and payroll taxes
Total salaries and related expenses

PROFESSIONAL SERVICES:
Actuarial conseltant
Auditor
Legal counsel
Computer programming
Medical board
Investigation
Total professionul services

COMMUNICATIONS:
Printing
Telephone
Postage
Travel
Website
Per diem
Total communications

GENERAL OFFICE:
Building maintcnance
Remnt
Supplies
Dues and subscriptions
Equipment rental
Equipment maintenance
Insurance
Janitorial
Microfilm
Training
Utilitics

Total gencral office

TOTAL ADMINISTRATIVE EXPENSES

INVESTMENT EXPENSES:
Custodial Bank
Investment counsultant

TOTAL INVESTMUNT EXPENSES

CAPITALOQUTLAYS

PAGE 31

2010 2009
Variance Variance
{over) (over)
Budget Actual under Budget Actual under
S 614783 S 612680 3 2,103 % 592,613 § 576,152 S 16,461
96.828 95,321 1,507 71,016 68,358 2,638
44,364 40,049 4315 40,578 41,392 (814)
7.980 7.660 320 7.691 7.181 310
763.9535 735,710 8,245 711,898 693,083 18.815
75.820 75422 398 75.820 76,431 (611)
41,000 40,600 400) 38.000 37.950 50
25,000 7,774 17,226 25,000 11,396 13.604
61,600 23.777 37,823 61.600 28,287 33313
20,000 13,413 6.387 15,000 12,173 2,827
2,200 2110 90 2.000 2,155 (155)
225,620 163.096 62,324 217.420 168.292 49.028
25,000 15,040 9.96() 23.000 16,426 6,574
6.400 4,956 1,444 6,400 6,737 (337)
27,700 18,454 9.24G 26.400 22,830 3,570
25,000 15.807 12.193 30.000 18,887 11,113
2.500 575 1.925 2.000 1,725 275
2.250 1,425 §25 2.625 1,350 1,275
91,850 50.257 33,592 90,425 67,955 22 470
- 469 (469) - 6,200 (6,200)
2,160 2,160 - 33,160 29,072 3,988
13.000 7.037 5963 11.000 10,575 425
13,000 11,874 1,126 13,060 8,106 4,894
30,000 28,422 1.578 29,060 27.481 2,519
15500 7.885 7.615 12.000 7.028 4,072
10,000 5.393 4,607 10000 §.928 1,062
£.600 8.040 560 8.000 7.603 397
[3.600 11.483 2,117 17.000 7,448 G552
[E.150 2775 8.373 10.450 7.995 2,435
8.900 6.791 2,109 8.900 3,394 3,506
125,910 92,329 33,581 153,510 126,840 26,670
$_L207.035 $ 1067392 S_ 139943 S_ 1173353 S_1.056270 S__116983
S 230000 § 176208 § 53792 § 230,000 S 203212 8§ 26,787
168,300 152,832 13,668 163.000 146,954 18,046

5___294,500)

5 8.000

S_ 329040

g -

S__avdao

—————r———

5 8.000

S 195000 S__ 350167 S 44 833

S 11.000

5 7,102

5 3,898




PAROCHIAL EMPIL.OYEES' RETIREMENT SYSTEM
SUPPLEMENTARY INFORMATION -~ PLAN "A"
STATEMENTS OF CHANGES IN RESERVE BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

20100
SURPLUS
FUNIHNG (UNFUNDED)
ANNUITY DEPOSIT ANNUITY PLENSION ACTUARIAL
SAVINGS DROP CACCOLNT RESERVE ACCUMULATION  [IABILITY TOTAL
BALANCE -
BEGINNING § ISRANAR02 § 0 33429734 5 25331924 5 B00.514589 S 939.6R8.005 5 {259337.013) § 1904114041
Transfer from Expense Fumd - - - - 611.0435 - al1.045
A58, 480802 33429734 25331924 065 14,380 040,297,050 259337.013) 1.904.725086
REVENUES AND TRANSFERS:
LEmploye contribulions 44,593,983 - - - - - 49503943
Employer contributions - - - - B3 A45798Y - B545794Y
Tax collzctor contributons - - - - 5389008 - 3.889.008
Revenue shanng centributions . - - 141,998 - 141.998
Netinvesiment income - - 1.899.894 - 289209291 - 201199185
Miscellaneous income - - - - 530,961 - 530.96!
Transfer fromr Arnuity Savings - - - 278306265 - - 27.8362065
Trunster from Annuily Reserve - 14,308.693 - - - 1-4.308.693
Interess - transfors.
refund pavback - - - - 1.054.071 - 1054071
Transfer from another system 141.281 - 751,535 - 1,242816
Actuarial transter - 168.073.136 - 179414911 347.4588 047
50045264 14.308,093 1,599,594 195909401 383,124 853 179414911 #24.7430106
EXFENDITURES AND
TRANSFERS:
Relunds to lerminated
umployees 9030114 - - - - V.0X7.114
Transfer to Annuity Reserve 273836,265 - - - Y7.830263
Transler to DROP - - - 14308693 - - 14305693
Pensions paid 93672209 - - BY.672209
Transfer to ether plans - - - - 12.027 - 12,627
NROP benetits G 7REYRR - . - - 9. TRYGNS
Administrative expenses 228,182 928,1%2
Other posiemployment benetits 90.295 9,295
Deprecialion I 30081
Actuarial transfer - - - - 347 4R8I - 34T ARRNAT
Transfers w another system BN.373 - - 853,820 - 1,234,199
37.253751 9. 783983 - 107930902 349 403 058 - 304426695
NEIINCREASE (DECREASE) 12.331.512 4519710 1 599 594 $7.928499 33721795 179.414.911 JNLIN632]
BALANCE - ENDING S ATLIIR 34§ AFR4944d %0 2T23IEIR 5 $94343088 S 974.0205835 F  79.922.102) § 2.225041.407
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2009

SURPLUS

FUNDING (LUNFUNDED)

ANNUITY DEPOSIT ANKLITY PENSION ACITJARIAL

SAVINGS DROP ACCOUNT RESERVIL: ACCUMLILATION LIABILITY TOTAL

S 338 2H244K £ D323 S 23504580 §  TSEN4RI00 % B2B6530.425 5 414451610 § 1,565,934957
338282448 931223 22.304.580 T38.948,900 828.639.425 (414431619} 1.565.934957
48,685,171 - - - - I8.685,171
- - - - 04848562 - 04,848,562
- - - 5498272 - 5.498.272
- - - - 144.617 - 1Ha617
- - 1,707,344 - 322334454 - 324,101,828
- - - - 286847 - 288,847
- - - 20,5(4),542 - - 20,500,542
- 1142048 - - - 11,042,048
- - - - 1,152,692 - 1,152,692
464,654 - - - 172,180 - 1,236,838
- - - 126,620,367 - 155.114.600 281,743,973
449 149 819 I Lud2,04% 1.767.044 147.189.909 3930396354 155.114.600 760.203.390
7873829 - - - - - 7.873.829
) 560542 - - - - - 20,500,342
- - - 11,942,045 - - 11,942,048
- - - B7682.172 - - ¥7.082,172
- - - - 030,062 036,012
- 0443537 - - - $443.537
- - - - 281,74197) - 281,743,973
31404 - - 1,311.n39 - 1.e42, 143
28.945473 9442537 - yv.624.220 2RI011 074 - 422,024,300
2204334 2398.511 1.707.)44 37303059 1TLD2SS30 15351 14,600 338170084
g 3R AMna0) § 0 143074 S 233311924 & 6543k 8 DALEEING S (230337010 § 1,904, 14041
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BALANCE -
BEGINNING

T'ransfer from Expense Fumd

REVENUES ANL TRANSFERS:
Eniploves contributians
Employe contributions
Net ins estment ineonw:

Tax collector comrbuitns
Revenue shaving contributivns
Miscellancous income

Transfer [rom Annuity Savings
Transler from Annuity Reserve
‘Transter from another sysiem
Transier [om other plans

[nterest - ransfers retund payback
Actuarial transfir

EXPENDITURES AND TRANSFERS:

Relunds o torminated employees
Transfer o Annuity Reserve
Transier 1 DROP

Pensions paid

Transfer Lo other plans

DROP henelits

Administrative Cxpenscs

Other posiemployment henelits
Depreciation

Transfers o anuthar system

Actuarial translor

NET INCREASE
(DECREASE)

BALANCE - ENDING

PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM

SUPPLEMENTARY INFORMATION - PLAN "B"
STATEMENTS OF CHANGES IN RESERVE BALANCES
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

s

2010

SURPLUS

FUNDING {UNFFUNDED)

ANKLITY DEPOSIT ANNLITY PENSION ACTUARIAL

SAVINGS ACCOUNT  RESERVE ACCUMULATION LIABILITY TQTAL

14900876 S 1616559 & 311308 § 44667598 §  BE6ISB4R B (15.194906) 5 134.940283
- - - - 91.644 - 9] 644
14.900.876 1616359 311.308 44,607,598 85,730,492 {15.194.906) 135,031.927
2402136 - - y - - 2,402,136
] . - - 8.157.474 - 2157474
. - 23,348 ; 21,107,271 . 21130619
- - - - 813.721 - §13.721
] . ; ; 19.596 . 19,506
. 32,084 . 32084
- - - 689,460 - - 689,460
- 084,125 - - - - 684.125
77.054 - - 75.240 153.043
12.627 12,627
; - ; ; 161,126 - 161,126
- - - 0221696 - 12,895,274 23.115.970
2479790 634,125 23,348 9910156 20,379,289 13,895,274 57.371.982
432001 . - 432,093
639,400 - - - - - 680,300
- - - 684125 - - 684,125
- - - 4511063 - 5151163
- 306.062% . . - - 06,028
139210 139210
13.542 13,542
1512 4,502
25.553 - - - 63,402 - 91.045
. - - 23115970 - 23,115.970
L147.100 306.628 . 553528 23.338.726 30,627.748
1,332,684 377497 231.34% JA74 R08 7,040,503 13,895,274 26,744.234

5

102335000 5

1994030 5

334630 F  4RT742400 §

93.771.058

s

(1.209.634 S

161.776.161
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2009
SURPLUS
FUNDING (UNFUNDED)
ANNUITY DEPOSIT ANNUITY PENSION ACTUARIAL
SAVINGS DROP ACCOUNT RESERVE  ACCUMULATION  LIABILITY TOTAL

13518827 8§ 1510593 S 289589 5 42924834 S 77599670 S (26.100.171) § 109,749,342

13.518.827 1.516.593 289,58y 42924 434 71.599.670 {26.100,171} 109,749,342

2.286.539 - - - - - 2,286,530
- - - - 4.838.201 - 4.538.201

- 21,719 - 12.965.715 - 22987434

. - . 040.848 - 0400848

- - - 19.759 - 19,751

- - - - 2.079 - AU

- - - 566.942 - - 560942

- 477,720 - - - - 477,720

01.309 - - - 106,067 - 167.370

- - - - NI - 75,779

- - - (,495.570) - 10,905.263 17,400,835
2347848 477.720 21.714 7062512 28.954.448 16,905.265 39.769.512
RETALD - - - - - IR7.198
560942 - - - - - 500042

- - - 477720 - - 477120

- - - 4.842.028 - - 4.842.028

- - - - 402938 - 463.4938

- 377.754 - - - - 3177754

11,659 - - - 50,497 - 02.156

- - - - 17400835 - 17.401.835
965.799 377.754 - 5.319.748 17.915.270 - 24, 57%.57]
1.382.049 99,960 21719 1,742,764 11,039,178 10.905.20% 25.190.941

S 14800876 1616558 8 1LME §  Ho67508 S RGBS S (151949060 5 134.040.283
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PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM
OF LOUISIANA
SUPPLEMENTARY INFORMATION
SCHEDULE OF PER DIEM PAID TO BOARD MEMBERS
DECEMBER 31, 2010 AND 2009

2010 2009
Gwen Le Blane 5 300 S 300
Terri Rodrigue 300 300
Tim Ware 300 300
Bob Manuel 225 150
Jerry Milner 300 300

TOTAL S_ 1435 $__1.350
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PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM O LOUISTANA
REQUIRED SUPPLEMENTARY INFORMATION
SCHI:DULE OF CONTRIBUTIONS - EMPLOYER AND OTHER SOURCES
DLECEMBER 31, 2005 THROUGI! 2010

PLAN A
Actuanal Actuarial

Required Percentage Required Percentage

Year ended Contribution Contributed Contribution Contributed
12/31 Employer Employer Other Sources Other Sources
2005 52,008,446 107.35% 4,268,166 97.33%
2006 58,803,700 §9.85% 4,154,451 104.60%
2007 41,756,774 144 .45% 4,595,741 105.30%
2008 42.094,094 152.22% 5,223,887 107.67%
2009 81,425,829 79.64% 6,055,964 93.18%
2010 74,313,385 115.00% 6,229,353 96.82%

PLAN B
Actoarial Actuarial

Required Percentage Required Percentage

Year ended Contribution Contributed Contribution Contributed
12/31 Employer Employer Other Sources Other Sources
2005 3,092.6014 103.07% 569,689 101.73%
20006 3.328.612 100.99% 579,586 112.16%
2007 3.331,826 113.36% 647,136 105.30%
2008 3,993,797 109.34% 722,107 85.93%
2009 7.472.030 64.75% 886,003 108.42%
2010 7,043,674 115.81% 921,782 90.40%

For the years cnded 2007 through 2008 for both Plans A and B, the actuarially required
contribution difters from the actual contribution made due to the Syslem freezing the rate higher
than actuarilly rcquircd. FFor the years ended 2003, 23006, 2009 and 2010 for both Plans A and B,
the actuarially required contribution differs from actual contributions made due to state statute that
requires the contributions rate be calculated and set two years prior 1o the cffcctive year.



12/3105
12/31/06
12/31/07
12/31/08
12/31/09
12/31/10

1213107
12/31/08
12/31/09
12/31710
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PAROCHIAL EMPLOYEES' RETIREMENT SYSTEM OF LOUISIANA
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS PENSION PLAN

Actuarial
Value of
Assets

(a)

1,535,416,950
1,718,754.962
2,027,214.660
1.943.569,363
2,135.230,590
2.259,207,052

Actuarial
Value of
Assets
{a)

141,756,387
136.139.102
150,446,497
163.075.793

DECEMBER 31, 2005 THROUGH 2010

Actuarial
Accrued
Liability
Cnury Age
(b)

1,628,327.803
1.808.517.482
2,093,543.018
2.003,951,156
2.188,782.978
2.304,963,509

Actuarial

Accrued

Liabiluy

Entry Age
(b)

144,913,286
162,127.92%
171,160.473
186,118,552

PLAN A

Unfunded
{Excess)
AAL
UAAL
{b-a)

02,910,853
80.762,52)
66.328,358
60,381,793
53,552,388
45,756,457

PLANB

Unfunded
(Cxeess)
AAL
UAAL
{h-a)

S  3,156.899
25,988,827
20,713,976
23,042,759

Funded Covered
Ratio Payroll
(a/b} {c}
94.29% 429,459,653
95.04% 420,104,038
96.83% 454,741,830
96.99% 511,891,487
97.55% 536,408.372
98.01% 546,737.427

Funded Covered
Ratio Payroll
(a/b) {c)
97.82% % 62,859,807

83.97% 74,891,671
87.90% 79,373,895
87.62% £1.999.193
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UAALasa

Percentage

of Covered
Pavroll

[(b-a)c]

21.63%
21.37%
14.59%
11.80%
9,98%
8.37%

UAAL asa

Percentage

of Covered
Payroll
[(b-a)/c]

5.02%
34.70%
26.10%
28.10%

For Plan B the actuanal valuation of assets, actuarial accrued lability and unfunded amounts were calculated
using the entry age actuarial cost method which 1s a different from the actuarial method used for funding
purposes. The above schedule of funding progesss is 1o provide a surrogate for the funding status and funding

of the Plan.



Actuarial
Valuation
Date

07/01/07
07/01/08
07/01/09
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PAROCHIAL EMPLOYELS' RETIREMENT SYSTEM OF LOUISIANA
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
OTHER POST EMPLOYEMENT BENEFIT OBLIGATIONS
JULY 1, 2007 THROUGH 2009

Actuarial
Value of
Asscts
(a)

Actuarial
Accrucd
Liability
Entrv Age
(b

1,249,800
1,167,300
1,417,300

Unfunded
{Excess)
AAL
LAAL
(b-a)

1,249 800
1,167,300
1,417,300

T'unded
Ratio

(arb)

0.00%
0.00%
0.00%

UAAL asa

Percentage

Covered of Covered
Payroll Payroll
(c) [(b-a)/c]

unknown unknown

195,900 595.81%
257,300 550.84%
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

June 23, 2011

Board of Trustees
Parochial Employees® Retirement System of Louisiana
Baton Rouge, Louisiana

We have audited the financial statements of the governmental activities, the business-type
activitics, the aggregate discretely presented component units, cach major fund, and the
aggregate remaining fund information of Parochial Employees' Retirement System, as of and for
the ycar cnded December 31, 2010, which collectively comprisc Parochial Employees'
Retirement System’s basic financial statements and have issued our report thereon dated June
23, 2011, We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards. issucd by the Comptrolter General of the United States.

Iniernal Control Qver Financial Reporting

In planning and performing our audit, we considcred Parochial Employees” Retirement
System’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of Parochial Employees’ Relirement
System’s internal control over financial reporting. Accordingly. we do not express an opinion on
the effectivencss of Parochial Employees’ Retirement System’s internal control over financial
reporting.

1015 Poydras Street. Suite 2100 New Orleans, LA 70112 - (304) 586-8866 - Fax (504) 523-5888
1670 Old Spanish Trail Shidell. LA 70438 - (Y85) 649-9006 - Fax {9Y85) 649-9940
247 Corporate Diive Houmy, LA 70360 - (983) §08-2630 - Fax (985) 872-3833
cadhlinepeon;:
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A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned function, to
prevent, or detect and correct mmisstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that 2 material misstatement of the Systems financial statements will not be prevented,
or detected and corrected on a timely basis.

QOur consideration ol internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencics in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficicncics in internal control over financial
reporting that we consider to be material weakncsses, as defined above. However, we identified
several deficiencies in intcrnal control over financial reporting, noted as 10-01, 10-02 and 10-03,
described in the accompanying schedule of findings that we consider to be significant
deficiencics in internal control over financial reporting. A significant deficiency 1s a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakncss
yet important cnough to merit attention by those charged with governance.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether Parochial Employees'
Retirement System’s financial stalements are frec of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the detcrmination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and usc of the Board of Trustees, Office
of the Legislative Auditor of the State of Louisiana and management, and is not intended to be
and should not be used by anyonc other than these specified parties. Under Louisiana Revised
Statute 24:313, this report is digtributed by the Legislative Auditor as a public document.

Duplantier, Fnapmann, Hogan & Maher, LLT



PAGE 40
PAROCHIAL EMPLOYEES® RETIREMENT SYSTEM
OF LOUISTANA
SUMMARY SCHEDULE OF FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2010

SUMMARY OF AUDITOR’S RESULTS:

1.

9

o

3

The opinion issued on the financial statements of Parochial Employees™ Retirement System of
Louisiana for the year ended December 31, 2010 was unqualified.

Internal Control
Material weaknesses: none noted
Significant deficiency: 10-01 through 10-03

10-01

10-02

10-03

Annuily Savings

During the audit of the System’s annuity savings for Plans A and B, it was noted that a
detail schedule of annuity savings is not being reconciled with the general ledger. The
annuity savings detail report generated from the data base system should be reconciled
with the amounts reported on the general ledger. Not reconciling the detail reporting
wilh the general ledger could result in a misstatement of a participant’s account. We
recommend that the annuity savings detail report per the database system be reconciled
with the annuity savings account balance per the general ledger periodically.

Internal Control

During the audit of the System’s internal control, it was noted that an emiployee posts
contributions, cnters new cmployecs into the data base system, changes participants
status and generates refund and transfer checks. Employees, who post contributions,
cnter new participants, and change a participant’s status, should not generate refund or
transfer checks.  lnstituting conflicting duties could result in a misappropriation of
assets. We recommend that an employee with access to create or edit participant
accounts not have the ability to gencrate checks.

[nvestments

During the audit of the System’s investments it was noted that two wire translers as a
result of investment redemptions were incorrectly recorded in the System’s general
ledger for Plans A and B. It was also noted that the subsequent atlocation of
investment transactions was incorrectly applied. Wire transfers from investment
redemptions should be reported as a reduction to the investment balance and a transfer
to/from the respective Plan. The allocation of investment transactions should reflect
cach Plan’s respective percentage of ownership. As a result of the errors noted, Plan B
received funds m excess of their ownership percentage.  Investment allocation
calculations and jounal entries should be reviewed by the CIO to verify that each Plan
is receiving their correct ownership percentage in both sales proceeds and investment
income.

Compliance and Other Matters
Noncompliance material to financial statements: none noted
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PAROCHIAL EMPLOYLEES' RETIREMENT SYSTEM
OF LOUISIANA
SUMMARY SCHEDULE OF FINDINGS
FOR THE YEAR ENDED DECEMBER 31. 2010

SUMMARY OF PRIOR YEAR FINDINGS:

09-01  Annuity Savings

During the audit of the System’s Annuity Savings account for Plans A and B, it was
noted that the transfer of annuity savings balance for new retirees, new DROP and new
disability participants per the data base system did not agree with transfers per the
general ledger. The transfers per the data base system should be reconciled to the
general ledger on a monthly basis. As a result of not reconciling transfers, the Annuity
Savings detail report did not agree with the general ledger. This could result in a
misstatement of participant’s account balance. We recommend that the Annuity
Savings Detail Report per the data base system be reconciled with the annuity savings
account balance per the general ledger on a monthly basis. A similar finding was
madc in 2010 as comment 10-01.
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June 24,2011

Duplantier, Hrapmann, Hogan & Maher
Attn; Ms. Michelle Cunningham

1340 Poydras St., Suite 2000

New Orleans, LA 70112

RE: Response to Exit Conference Report
Dear Michelle:

Please let this letier serve as our response to the findings cited duning our exit conference
on June 22, 201 1. 1 will respond to cach finding in the order listed in the exit conference
report:

I, Anauity Savings
Owr office will work with Trabeau Consulling to develop reports which will help
rceoncile the annuity savings fund with the general ledger.

2. Internal Control
Due to the limited number of stafT, it is not possible to separate the duties
requested. In lieu of separating these duties, the Administrative Director will
review and approve all refunds of member contributions and all payments for
actuarial transfer of service.

3. Investments
The Chicf nvestment Officer will review all Excel spreadsheets to determine if
the allocation shown ceflects each plan’s respective percentage of ownership.

If' you require additional information concerning these responses, pleasc contact me.

Sincerely,
o~ .

Dainna S. Tully
Administrative Director



